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6

DearMr. LaHood,

Foremost,I hopeyou hadapleasantandcomfortablestayduringyourvisit to the
City andCountyHonolulu. I regretnotbeingableto communicatewith you in personat
thePacific ResourcesPartnershipdinnerasI wascelebratingmy granddaughter’s
birthday.

As Honolulupreparesto beginconstructionof its transitrail projectin thecoming
months,a sentimentofwide concernis growingamongstcity residents.In additionto
substantiallegal concernsover theenvironmentalreviewandinadequateanalysisof
alternatives,manypressingissuessurroundingtheproject’sfinanceshaveyetto be
appropriatelyaddressedby theCity Administration.

As you mayknow, in its FY2011 New StartsFinancialAssessment,theFederal
TransitAuthority (FTA) gaveHonolulu’s currentrail financialplana“low” ratingin the
categoryof Capital Financial Capacity/CostEstimatesandPlanningAssumptionsfor the
City’s “...reasonablenessofestimatesandfinancialcapacityu.This ratingreflected
concernsoverfuturedebtcapacityandtheCity’s ability to absorbpotentiallylarge
revenuerisks.Furthermore,theassessmentquestionedwhetherthe City couldabsorbthe
project’srequiredoperatingsubsidieswithouttangiblecuts in City servicesor increases
in taxesasO&M costsmayhavebeenunderstatedin thefinancialplan.

Locally generatedrevenuesresultingfrom theGeneralExciseandUseTax (GET)
areexperiencingyear-over-yearlosses,with collectiontotalscoming in belowfinancial
projections.With theStatefacingsubstantialbudgetdeficits,SenateBill 1426callsfor
$200million of Oahusgeneralexcisetax currentlybeingdirectedto theCity’s transit
fundto be claimedby theState.Thismeasurewill undoubtedlycrippletherail projectif
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theamountis notableto be refundedin full andon time.Additionally, theserevenues
will inevitably fall muchfurtherastheimpactoftheJapantragedyreverberatesthrough
thetouristeconomyofHawaii. Honolulutransportationofficials recentlystatedthatthey
areunawareofthefinancialimpactthedecreasein Japanesetourismwill haveon the
GETsurchargededicatedto theCity’s transit fund.

Anotherquestionablefinancialassumptionis theCity’s plans to transfer$300
million in fundsnormallyallocatedfor buspurchasesandmaintenanceto therail transit
project.The FTA hasalreadystatedthattheCity’s financialplanneedsto demonstrate
sufficient resourcescapableofsustainingtheexistingbusserviceoperationsand
maintenance.In its proposedFY2012 executivecapitalbudget,theCity is allocating$6.8
million in HighwayImprovementBond Fundsfor thepurchaseofnewbusesandhandi-
vanvehicles,insteadofusingCity BusTransportationFunds.As Honolulu’sroadways
arealreadyin poorcondition,theCity canill-afford to fundtherail projectattheexpense
of otherCity services.

Evenpriorto theexecutionof a Full FundingAgreement,theCity continuesto
issueenormousrail constructioncontracts.A few daysago,theCity awardedtwo new
contractsworthatotal of $949million. Therecentissuingof thesecontractsbringsthe
combinedtotal ofall fourrail constructioncontractsawardedto dateto $1.6 billion. The
$574million contractawardedto AnsaldoHonoluluguaranteesafive yearperiodfor the
operationandmaintenanceof thesystemsvehicles.Butthe $574million only coversthe
constructioncostof 80 traincars,aswell asprovidingpowerand communicationsfor the
system,anddoesnotprovidefor O&M fundsfor thefive yearperiod.City officials have
statedthattheydo notknowoperationandmaintenancecostsfor thecoresystemsatthis
time. Thisexampleandthepotentialityof futurechangeordersfor all construction
contractspresentsableakconfidencethattheCity will havetheability to absorbsuch
high constructioncostswithout securedfederalfunding.

In an attemptto offsetshortfallsin revenue,theFY2012 capitalexecutivebudget
for theCity’s PublicTransitAuthority reflectsthe issuingof $104million in Transit
ImprovementBonds.TheCity Councilwill soonbe askedto approvetheissuanceof
thesebondsasa meansof demonstratingto the Federalgovernmentour fiscalhealthand
commitmentto rail. In ourcurrentfiscal year’scapitalexecutivebudget,theCity
appropriatedover $1.05 billion in TransitImprovementBondsfortherail transitproject.
This realitybrings direfinancialconcernsasthecitywide debtservicefor FY2012 is ata
total of$383 million, comprising19%of theCity’s total operatingbudget.By theend of
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fiscalyear2012,Honolulu’s debtservicewill haveincreasedby 98%overaneightyear
span. As our City needsto bendthedebtcurvedownin orderto ensureamorefiscally
sustainablefuture, I would beinclinedto voteno on suchalargeissuanceof Transit
ImprovementBondswithout afirm commitmentof federalfundsanda strong,local
foundationof revenuesfor therail project.

Therefore,I respectfullyaskfor yourkind considerationto theseconcerns.As the
FederalTransitAuthority continuesits reviewof Honolulu’s rail financialplan,all of
theserealitiesfacingtherail transitprojectmustbetakenintoaccountin orderto ensure
thesustainabilityof thesystemwithout furthersubsidiesfrom ourtaxpayers.

Sincerely,

Ann H. Kobayashi
Councilmember,District V


